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Mentors and mentees shared their experiences of the mentoring process during the end-of-term ceremony.

Mentorship Programme
kicks off 2017-18 term
A ceremony and briefing session on
8 April formally marked the end of
the Institute Mentorship Programme’s
second term and the start of the third
term, and was attended by nearly 170
mentors and mentees. The 2017-18
programme gathered momentum with
172 mentor-mentee pairs resulted from
the matching process, compared with
142 last year.
The gathering also provided an
opportunity for both the mentors and
mentees to reflect on their experience
during the mentoring process.
The objective of the Mentorship
Programme is to offer aspiring
CPAs the opportunity to learn from
experienced members for the purpose
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of their career development through
consultation and experience sharing.
A mentor-mentee relationship is built
on mutual respect and trust. The scope
of mentoring includes, among other
things, essential skills of a successful
CPA on professional and ethical
behaviour, problem-solving, decisionmaking and self-management.

Quality assurance report
highlights review findings

This month, the Institute published
its quality assurance report for 2016,
summarizing the work of the Quality
Assurance Department in practice
review and professional standards
monitoring in the past year.

The report highlights common
review findings and allows practices
to consider whether they have similar
problems that need attention to improve
their audit and assurance work.
It is the tenth report on the review
work carried out by the department
signalling a key milestone in the
practice review programme, which
was revised in 2007 in light of
international developments and
increasing expectations of regulation
and monitoring of auditors. To mark
the tenth anniversary, the report
also gives a summary of the major
events that have occurred in the past
decade in relation to practice review
activities.
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Practice review cases reported to Practice Review Committee (all practices)
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“Over the past 10 years, we have
increased the number of reviews from
five in 2007 to 262 in 2016, covering
more than 1,500 practices. Up to 2016,
we have covered almost all practices
with listed and/or other public interest
clients, which are given priority for
review in our programme,” Elsa Ho,
Director of the Quality Assurance
Department, said in the foreword of
the report.
She added that in the past few
years, practice reviews resulting in
complaints are on a rise but remain
at less than 5 percent of all reviews
carried out. “In general, we consider
practices are now better prepared for
a practice review and are better at

addressing deficiencies as soon as they
are identified in a practice review.”
The Institute achieved its target
of practice reviews for 2016, having
carried out 216 on-site and 46
desktop reviews, including eight
follow up visits. Most practices were
cooperative and willing to make
improvements to their systems,
policies and processes to address
deficiencies identified in their
practice reviews.

New professional
skepticism e-learning
programme launched

The Institute and Chartered
Accountants Australia and New

Zealand recently launched a new
online CPD course, the professional
skepticism e-learning programme.
It is a pragmatic, scenario-focused
CPD course that provides innovative
ways for auditors to grow their skills
by challenging their approach to
skepticism, which is often perceived
as the cornerstone of audit quality.
The programme grants 2.5 CPD
hours, and its subscription fee is
HK$390. Members can find out more
details on the Institute’s website.

Obituaries

The Institute notes with regret the
passing of Michael Tsoi and Hung
Yat-keung.
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Tesco fined £129 million
over accounting scandal
In 2014, an investigation revealed that
the retailer had overstated its profits by £250
million in the first half of the year due to
supplier payments being booked at the time
of agreement instead of at the time of actual
payment. “We sincerely regret the issues
which occurred in 2014 and we are committed
to doing everything we can to continue to
restore trust in our business and brand,” says
Tesco Chief Executive Officer Dave Lewis.
The scandal resulted in a 92 percent
plunge in Tesco’s profits during that period,
with former-chairman Richard Broadbent
stepping down as well as the suspension of
eight top executives.

Illustration by Harry Harrison

Britain’s largest supermarket group Tesco
agreed to pay £129 million after striking a
deferred prosecution agreement with the
country’s Serious Fraud Office in relation to
its 2014 accounting scandal.
In exchange for avoiding criminal
conviction, Tesco will also instate a
compensation scheme worth a total of
approximately £85 million for investors
who bought Tesco shares or bonds for cash
between 29 August and 19 September 2014.
Including legal costs, the supermarket paid
a one-off charge of £235 million on 12
April, which will be booked into its 2016-17
financial results.
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Hong Kong sets up trade finance platform
The Hong Kong Monetary Authority has revealed
the development of a proof-of-concept distributed
ledger platform for trade finance that uses Blockchain
technology. Working with Deloitte and five Hong Kong
banks, including HSBC and Hang Seng Bank, the
HKMA aims to utilize Blockchain to reduce the risk
of fraud, and raise business transparency, operational
efficiency and productivity in trade finance. The
platform would “clearly demonstrate the ownership of
assets or goods being traded,” Robert Rooks, Financial
Services Industry Clients and Markets Leader at
Deloitte, told the South China Morning Post.
Foreign affiliates of firms face crackdown
The Public Company Accounting Oversight Board in the
United States is taking a more active role against foreign
affiliates of major global accounting networks, with
the recent and record fine of US$8 million on Deloitte
Brazil where senior executives schemed to conceal
auditing errors. Other foreign affiliates of networks
including PwC, EY, KPMG, Nexia and Grant Thorton
were targeted for failing to file reports disclosing civil or
criminal enforcement actions brought against the firms
and their workers, with fines ranging from US$10,000
to US$25,000 imposed on each of them, reported
Bloomberg BNA. Affiliates are regarded as separate legal
entities due to the umbrella organization having little
control over their day-to-day operations.
Coutts face fine over AML rule breach
Coutts & Co. AG’s Hong Kong branch was fined HK$7 million by the Hong Kong
Monetary Authority for breaching five provisions of the Anti-Money Laundering and
Counter-Terrorist Financing (Financial Institutions) Ordinance during 2012 to 2015.
The private bank was accused of failing to establish and maintain effective procedures
to determine if customers were politically exposed individuals vulnerable to corruption
and money laundering. HKMA also found that Coutts had failed to perform due diligence
before establishing business relations with customers.
London staff move out over Brexit fears
Fears of a hard Brexit resulting in losses has led to
private equity groups redirecting staff from London to
Luxembourg to continue trading within Europe. Jon
Moulton, a private equity veteran, told the Financial
Times that the loss could come from legal and accounting
services, with Britain’s buyout sector losing around £235
million a year in legal and accounting fees. Under current
European Union regulations, a non-EU investment fund
is required to register and meet certain requirements for
each EU country where it wishes to market in. With a
hard Brexit, the United Kingdom would potentially be
irrelevant when it comes to distributing funds across
Europe, reported the FT.

A world of numbers

US$60
million

The approximate amount clawed
back by Wells Fargo in stock
awards from executives deemed
responsible for its unauthorized
accounts scandal in 2016

70%

The percentage of global initial
public offering activity in Q1
2017 dominated by the AsiaPacific region, with Greater China
taking the helm, accounting for
48 percent of global proceeds
according to a quarterly
report by EY.

57%

The percentage of people in G20
countries who trust or highly
trust professional accountants
with their tax system, compared
with professional tax lawyers (49
percent) and non-government
organizations (35 percent)
according to a joint report by
the ACCA, IFAC and Chartered
Accountants Australia and
New Zealand.
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PwC chairman: robot job takeover is coming

Bob Moritz, Global Chairman of PwC, told Business Insider
that people are not doing enough to prepare for the inevitable
automation job takeover that will take place in the next 50 to 100
years. Moritz believes that poor preparation will lead to three
serious implications: significant job losses, risk to economic
growth and the potential threat of social unrest that could lead
to countries potentially affected by automation falling apart. He
urges for new skills training to be a priority to help counter these
issues and the creation of more job opportunities for workers.

Intelligent automation sweeps large firms

Accounting firms and their clients have recently deployed robotic
process automation – software that replicates the actions of a
human to execute tasks across computer systems – in their offices
to complete repetitive tasks with higher accuracy and efficiency,
reported the Australian Financial Review. According to Deloitte, a
minute of work for a robot would take a human 15 minutes to complete. Despite fears of automation taking over people’s jobs, Bill
Cline, the National Advisory Leader for Digital Labor at KPMG,
told the Review, that robotics will create more jobs with the demand
for tech-savvy workers with a deep understanding of automation.

Alpacas used to dodge taxes in the U.S.

Americans are using alpacas as “outlandish loopholes,” writing off
the cost of buying them as deductible business expenses, warned a
new report published by Senator Jeff Flake of Arizona. According
to the United States Agricultural Department, commercial sales of
alpacas, a species of South American Camelid, totalled US$32.6
million in 2012. Richard Sexton, an agricultural economist at
the University of California, Davis, told The Washington Post
that it’s estimated that the total taxes avoided would not exceed
US$10 million annually.

Reality TV star indicted for tax evasion

Michael “The Situation” Sorrentino of American reality-TV
show Jersey Shore and his brother Marc Sorrentino, who were
both accused of tax offences and conspiring to defraud the United
States in September 2014, now face a superseding indictment with
new charges, including of tax evasion, structuring funds to evade
currency transaction reports, and falsifying records to obstruct
a grand jury investigation, reported Forbes. The new indictment
alleges that Michael Sorrentino evaded his 2011 income taxes by
failing to file a personal return, filing a false return for his clothing
business, Situation Nation, and hiding his cash income.
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